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reimbursement after the current lease expires.No reimbursement for 


property-related costs shall be given to a leased facility subsequent to the 


expiration of the lease existing at 


October 1,1985,if the lessor's ownership costs
an: not adequately 

documented per Section III.G.4. ofthis plan. 

1. 	 FacilitiesexistingandenrolledintheMedicaid programat October 1, 

1985, shall be phased up to FRVS rate in equal percent increments 

based upon the following schedule: 

YEAR OF ENTRY 
INTO MEDICAID 

PROGRAM 

December 3 ,11971 or 
earlier 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 


January 1,1985through 
September30,1985 

October 1,1985 and after 

YEARS TO FULL FAIR 
RENTAL v a l u e  FROM 

OCTOBER 1,1985 

4 
5 
6 
7 
8 
8 
9 
9 
10 
10 
10 
10 
10 
10 

10 
-0-

FRVS rates shallbe calculated according to subsectionsa. through g. 

above, but actual payments made during the applicable years of phase-in 

starting at October1,1985 shall be limited to the reimbursement rate 
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effective asof September30,1985, exclusive of property taxes and 

insurance, plus a portionof thedifference between. that rate and the 

newlycomputed FRVS rate. The portion of the difference allowed shall 

be a function of the number of years applicableto .attainingfull FRVS as 

shown abovefor various facility entry dates.A facility with a 4-year 

phase-in shall receive payments based on one-fourth of the difference for 

rates at October1,1985, January 1,1986, and July 1,1986; two-fourths 

of the difference for rates at January1,1987 and July1,1987; three

fourths of the difference for rates at January1,19823 and July1,1988; 

and four-fourths of the difference for ratesat January 1,1989 and 

thereafter. Similarly, a facility withan 8-year phase-inshall receive 

payments based ononeeighth of thedifference for ratesat October 1, 

1985,January, 1,1986 and July1,1986; twoeighths of the difference at 

January 1,1987 and July 1,1987; and so on, until ;attainingeighteighths 

of the difference for rates at January1,1993 and after. 

j .  	 SubsequenttoOctober 1,1985, no adjustmentstoassetvaluationshall 

be made for replacements of existing equipmentfar those facilities fully 

phased to FRVS payments. Adjustments at cost shall be allowedfor 

capital improvements and additions. Capital additions of beds shall be 

subject to the per bed standard is in effect 6as computed in g. above that 

months priorto the date the facility additionwas first putin service as a 

nursing home. An adjustment to theFRVS rate may be requestedif 

expenditures for capital additions and improvements totaling$0.40 per 

availablebed day accrue in the cost reporting period utilized in 

establishing the per diem ratefor the upcoming rate semester. Costs 
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incurred during a cost reporting period that do not $0.40 per 

available bed day shall not be includedin the nextcost reporting total. 

Thus, a 120-bed facility purchasing new equipment whichdoes not 

replace anyold equipment, and making capital improvementsat a total 

unamortized purchase cost less than $17,520 during a twelve month cost 

reporting period shall not receivean adjustment to theFRVS rate in the 

coming rate semesteror in any rate semesterfor those improvementsor 

equipment. The costof capital additionsor improvements shall be 

established on the date new bedsare put intoservice,the date of 

completion for capital improvements, and date of acquisitionfor 

equipment or other purchased assets and recognizedfor FRVS purposes 

so long as the total indexed asset valuationdoes not exceed the current 

per bed standard except as provided below: 

Effective July1,1996, providers whose indexed asset valuation 

exceeded the per bed standard at 30, 1996, shall be limited 

to their June30,1996, indexed value until the rate period in 

which their total asset valueis less than the current per bed 

standard. 

Providers that entered into a legally enforceablearms length 

agreement prior to July1,1996 for the constructionor purchase 

loans of additions (excluding bed additions)or improvements 

which were not previously reported in acast report shall have 

those additionsor improvements included in their indexed asset 

value when the cost report that includes those additionsor 

improvements is used to establish the reimbursement rate. 
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When the above above mentioned additionsor improvements 

cause the providers indexed asset value to exceed the current per 

bed standard, the provider shall be limitedto that indexed asset 

value until the rateperiod in which that indexed asset valueis 

less than the current per bed standard. Documentationof the 

legally enforceable,arms length agreement mustbe submitted 

with the cost report in which the addition!;or improvements are 

reported. 

In no other circumstancesother than in(l)(a) and (1) 

(b) above shall a provider'stotal asset value underFRVS 

exceed their currentper bed standard. 

Any cost associated with capital additionsor improvements 

which are not recognized in theFRVS rate due to theper bed 

standard limitation, shall not be allowed in any FRVS 

rate. 

Adjustments made toFRVS rates dueto capital additionsor 

improvements shall be subject on auditto retroactive adjustment based 

findings made by AHCA. Forfacilities with5 to 10years remaining to 

full FRVS phase-in, 50 percent of replacementcost shall be reimbursed 

as a pass-through costas depreciation and 

interest expense;if 4 years are remaining in the phase-in,40percent; if 3 

years remaining,30 percent; 2 years remaining,20 percent; and1year 

remaining, 10percent. This pass-throughreimbursementshall be 

recaptured by AHCA in entiretyif the facility undergoes a changeof 

ownership. 

, I 
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2. FRVS for facilitiesenteringtheMedicaidprogramsubsequent to (October1, 1985. 

a. 	 The FRVS rateforfacilitiesconstructedsubsequenttoOctober 1, 1985 or 

existing facilities which enter the Medicaid program subsequent to October1, 

1985shall be calculatedas in 1a.-h. and j .  above. These .facilities shallnot be 

subject to anyphase-in to theFRVS rate, andshall not havethe option to elect 

reimbursement under SectionIII.G.2. - 5. 

b. The ceiling that shall apply to facilities entering the programsubsequent to 

October 1,1985shall be the ceiling in effect6 months prior to the date the 

facility was first put into serviceas a nursing home. For facilities built prior to 

October 1,1985which enter the program subsequent to October1,1985,the 

ceiling at October 1,1985shall be deflated, using theF C C 1  Index, back 6 

months priorto the date the facility was first put into serviceas a nursing home. 

3. 	 FacilitiesthatarecurrentlyparticipatingintheMedicaidprogram butsubsequently 

withdraw. 

a. 	 Facilities that participate in theMedicaid program on or after October 1, 1985 

but subsequently withdraw shall be subject to the same cost per bed ceiling that 

they were previously subject to should they decide to re-enter the program. 

b. 	 At re-entry into the program, the indexing of asset valuation shall resume at the 

point where the facility was in the 40-year indexing curve perE.l.c. above when 

it withdrew from the program. 

4.Propertyreimbursementforfacilitiesuponchangeofownership. 

a. 	 Facilities that undergo a change of ownership on or after October 1,1985shall 

be reimbursed for property based upon the provisions contained in this section. 

It is the Agency's intent that, to the extent possible, the new provider shall 

receive essentially the same reimbursementfor property costsas the previous 
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provider. Therefore, unless stated otherwisein b. through f. below, thenew 

provider's reimbursement shall be based 1.-3. above. 

b. 	 If the previous owner of a facility was being paid depreciation plus interest under 

the hold harmless provision 1.h.above, thenew owner shallalso receive 

depreciation plus interest per SectionIII.G. unless he requests the Agency, in 

writing, to beginFRVS payments instead. TheFRVS depreciablebasis shall 

remain the same as that of the previous owner; interestexpenseallowed, subject 

to the limitationsin 1.f. above. 

C. 	 If the previous owner was being reimbursed under FRVS,thenew owner shall 

also receive FRVS payment, entering at the point of phase-in and asset value 

indexing that the previous owner had reached.If the new owner's principal 

balance of all current mortgagesis less that60percent of the indexed asset 

value, only the interest portion, at a rate determined inin 1.f.(4), will be used 

calculating thenew owner's FRVS rate. If the new owner's principal balanceof 

all current mortgagesis equal to or greater than60 percent of the indexed asset 

value, then thenew owner shallbe paid principal and interest on80 percent of 

the total asset valuation amortized 20 years at the interest rate specified in 

1.f.( 1) above. In addition, thenew owner's interest rate shall beusedin lieu of 

the original owner's interest ratein accordance with the limitations described at 

1.f.(1).above. Any credits accruedby the previous ownerfor indexing as 

described in1.b. above shall be applied to the new owner. 

d. 	 The return on equity or use allowance shall be calculated as per 1.e. above. A 

per diem shall be calculated for property taxes and insurance, based upon actual 

historic cost and patient days shown report, as perin the latest applicable cost 

1.e. above. 
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e. 	 The new provider shall be subject to the recapture provisions in Section IIIH. of 

this plan. The new provider’s cost basis shall be computed per of thisIII.G.3. 


plan. 

f .  	 Reimbursement to a newproviderforcostsofreplacementequipmentshallbe 

governed by the same provisions affecting the previous provider. The new 

provider shall enter the phase-in scheduleat the point reachedby the previous 

provider at the change of ownership, and shall bereimbursedper 1.j.above for 

replacement costs. 

5. 	 Capital costs which require certificate of need(CON) approval shall be allowed for 

reimbursement purposes only if the capital expenditure receives approval from the CON 

office. All cost overruns which requireCON approval mustalso ble approved inorder to 

qualify for reimbursement. This section will applyto all providers; with Medicaid 

certification effective or after July 1,1991, 

Example 1 P 
Example 2 

New Facility Cost $3.0 Million $4.O Mill ion 

CON Approval $2.8 Million $3 .O Mill ion 

Medicaid Allowable Cost $2.5 Million $3.5 million 

CostReimbursable $2.5 Million $3 .O Million-I 
Total capital expenditures which byare greater than the total amount approved 

CON shall not be recognized for reimbursement purposes.In the exampleabove, 

the reimbursable cost which is considered in rate calculations,is thle lower of the 

new facilitycost, CON approval,or the Medicaid allowablecost. 
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F. AdjustmentMedicaid Rate (MAR) 

For rate periods beginning on andafter July 1,1996, the Medicaid Adjustment Rate 

shall be calculatedas follows: 

1. Facilities with 9 0 %  or greater Medicaid utilization shall have their MAR equal 

their WBR asdetermined in the formula below. 

2.Facilitieswith 50%or less Medicaidutilizationshallreceiveno M A R .  

3. Facilitiesbetween 50% and 9 0 %  Medicaidutilizationshallhavetheir MAR as 

determinedby the following formula: 

MAR =WBRxMA 

WBR = (BR x MAW) X ((Superior Standard/All 

MA = ((Medicaid Utilization96 - MIN)/(MAX-MIN)) X-lo0 


definitions 

MAR =Medicaid Adjustment Rate 

WBR =Weighted Base Rate 

MA =Medicaid Adjustment

BR =Base Rate, whichis set as the results of step VB.2Oe-f 

MAW = Medicaid Adjustment Weight, which
is set at.045 
Superior =Number of Superior Days asdescribed in sectionV.D2.(a) 
Standard =Number of Standard Days asdescribed in sectionV.D.2.(a) 
All =All superior, standard, and conditionaldays 
MIN = Minimum Medicaid Utilization Amount whichis s.etat 50% 
MAX =Maximum Medicaid Utilization Amount whichis set at 90% 

The resultof these calculations will represent MAR to which the provideris entitled. 

This rateis to be included in the patient care componentof the provider’s total 

reimbursement rate. 

G. Case-MixAdjustment 

For the rate period beginning on April1,1999 through June30,1999 and for rate periods 

beginning on andafter July 1,1999,a case-mix adjustment will be calculated and paidas 
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an add-onto the patient care component of the per diem rate. Effective January1,2002, 

the case-mix adjustment will be eliminated. 

1. AHCA will utilize the Minimum Data Set (MDS) Assessments being submittedby 

nursing facilitiesto calculate an average case-mix for each nursing facility 

participating in the Medicaid program. The average case-mix score will be 

computed by using the most current version ResourceUtilizationGrouper (RUGS 

ID), as published by CMS, to classify the MDS assessments into one of thirty-four 

(34) RUGS IIIcategories. An additional category will be addedas a default, which 

will be assigned the lowest case-mix weight, for those MDS assessments that can not 

be classified. For purposes of calculating the case-mix score only MDS assessments 

for Medicaid residents will be utilized to establish the average case-mixscore. 

a. 	 For the rate period April 1,1999 through June 30,1999 the MDS assessments 

filed for the period October1,1998 through February28,1999 will be used to 

calculate the average case-mix score. For each July1 and January 1 rate period 

subsequent to June30,1999 the MDS assessments submitted for the periods 

October 1 through March31 and April 1 through September30, respectively will 

be used in the calculation of the average case-mix score. 

b. For the applicable periodsasdescribed in Section V.G.l .a. above a case-mix 

score willbe calculated for each MDS assessment submittedfor a Medicaid 

resident. The total case-mix score for each resident be weighted by the 

number of days coveredby the MDS assessment. Upon computingeach 

individual's weighted case-mix scorean average case-mix score will be 

computed for the facility using all Medicaid residents. 

c. 	 An average case-mix score will be calculated for all nursing facilities 

participating in the Medicaid programas of April 15 and October15 preceding 
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the July 1 and January1 rate semesters, respectively.New providers, as defined 

in V.G.l .d. below, entering the Medicaid program subsequent to the April15 

and October15 dates will not receive a case-mix adjustment until the following 

January 1 and July 1 rate semesters, respectively. For the rate period April1, 

1999 through June30,1999 only those nursingfacilitiesparticipating in the 

Medicaid programas of February 28,1999 will receive acase-mix adjustment to 

the patient care component of their total reimbursement raete 

d. 	 For new providers entering the Medicaid program the average case-mix score 

will be the minimum established under SectionV. G .b e l o w .  New providers, 

for purposes of calculating the case-mix adjustment,are those in a newly 

constructed nursing facilityor nursing facilities which have not previously 

participated in the Medicaid program. For existingprovidersundergoing a 

change in ownershipor operator theMDS assessments submittedfor the 

previous Medicaid provider will be used to establish the average case-mix score 

for the new provider. 

e. 	 No changes or corrections to the case-mix adjustment paid to a nursing facility 

will be made subsequent to the effective date of thecase-mixadjustment. 

2. 	 The case-mix adjustment to the patient care component of total per diem rate will 

be calculated usingthe following methodology. 

a. 	Upon calculating the average case-mix for each nursing facility eligiblefor 

the case-mix adjustment, a statewide average case-mix score will be computed. 

The statewide average case-mix score will be the average case-mix score for all 

facilitieseligible for the case-mix adjustment. The lowest case-mix score will be 

used as the minimum score for new providers,as described inV.G.1.d. above. 
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